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Introduction 
In the current global economy palm oil is a product that cannot be missed because of 
its numerous applications and the sustainable opportunities that it can provide. The 
production of this crop has an impact on numerous sides of the environment in a 
country, this problem will be addressed in this thesis. Not only the natural 
(environment) is affected, also the social and the economical environments are 
influenced by this multinational industry. The industry puts a significant pressure on 
these environments which can have lasting influence.  
To regulate the varying environmental influences of the palm oil industry the 
United Nations formulated Sustainable Development Goals. These are specific goals 
that are constitute of targets and topics related to a sustainable development of 
varying aspects of the environment. Several of these goals are directly or indirectly 
linked to the palm oil industry (United Nations N.D.).  
In their paper on sustainable trade Constanza et al. explain the concept as “(…) one 
element of a larger exchange among people, communities, and nations that involves goods and 
services, culture, and information as well as the natural environment” (1995, 19). This shows 
the many aspects that are involved when explaining sustainable development, but also 
the many participating parties.  
That introduces the first major concept in this thesis, which is sustainable 
development. The concept will be explored, explained and operationalised throughout 
this thesis. After the exploration of the concept it will be operationalised with respect 
to the palm oil industry. It is a concept that has an influence on various aspects of the 
environment and society.  
To make sustainable development more understandable the concept will be 
examined from a variety of different aspects of society that it has an influence on. The 
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fundament of the concept is explained in the theoretical frameworks as provided in 
Chapter 1.1.1.  
 In Chapter 1.1.2 palm oil is introduced as a crop, to display its uses and its position 
in the current international market. To have a clear understanding of the effects of the 
industry on the environment it is important to know why the demand for the product 
is high, and increasing. This will also require an introduction into the industry and 
the environmental effects that it has; with and without the sustainable measures that 
have been taken.  
 
In Chapter 2 the concepts from Chapter 1 will be applied to the palm oil industry. 
Sustainability is a highly debated subject in this particular field. The palm oil industry 
has some major environmental impacts; this will be elaborated upon in several of the 
subchapters. The (attempted) sustainable actions that are being taken are discussed 
in the last subchapter. 
 The context in which sustainable development and the palm industry are set is 
mainly in the global setting. In Chapter 3 the international scope will be narrowed by 
providing a case study regarding the palm oil industry in Malaysia.  This area is 
regarded as (one of) the major producer(s) of palm oil. Because of this the Malaysian 
Figure 2. Palm oil plantation in Malaysia (own collection) 
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stakeholders in the industry are considered to have the biggest influence on the 
environmental impacts. By implementing sustainable development, Malaysia could 
have a leading role in optimizing the industry.  
After the necessary information is provided this thesis ends with a short discussion 
that follows the completed research. To conclude the thesis, the main and research 
questions are answered; which are introduced in Chapter 1.2. This conclusion will 
also provide a short summary of the presented information.  
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1.  Conceptualising sustainability: theoretical framework 
and methodology 
In the first part of this chapter the focus is on the concept sustainable development, 
which forms the common thread through this whole thesis. The growing world 
population creates a demand for more food and other agricultural products. To 
increase the yield per hectare various strategies and developments are applied. These 
applications are not always environmentally friendly. Because of the growing 
awareness regarding environmental degradation these developments are intended to 
be sustainable. Sustainable development as a concept will be introduced and explained 
in chapter 1.1.1. This will be done in a way which makes it understandable and 
applicable in the remainder of the research. Because the palm oil industry is chosen 
as the specific line of business for research in this thesis the product will be introduced 
in chapter 1.1.2.  
1.1  Theoretical framework and background 
The basis for this theoretical framework is formed by a literature review; more 
specifically books, papers and journals. It will focus on extensively and in depth 
explaining the significant concepts. Later in this thesis the concepts will be practically 
researched. To successfully do this a clear knowledge about the related concepts is 
very important.    
1.1.1   Sustainable Development 
Sustainability can be described in many different ways, for example it can be defined 
as a process that makes sure that the “(…) current economic activity not disproportionately 
burden future generations” (Morelli 2013, 2). Other descriptions involve e.g. the 
minimalizing of the strain put on the ecosystem when meeting our daily needs. A 
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different definition is the minimalizing of social costs to the environment in order to 
satisfy the economic needs (Hutchins 2008; Morelli 2013).  
There are different issues involved with sustainable development. However, when 
one looks to sustainable development from an industrial perspective other influences 
like social, financial and technological factors, become more important. They all have 
a significant influence on a development that does not burden the future generations 
(Hutchins 2008; Morelli 2013). 
Social sustainability is a part of the development that holds elements such as (but 
not limited to) the quality and way of life into account. When a development is made 
with respect to social sustainability the social structure of an environment has to be 
taken into account. This can be explained in terms of, for example labour availability 
and regulations, health and safety (Hutchins 2008). 
For a project or venture to be sustainable, the financial situation has to be stable. 
The stability of the finances can be found in the source which provides the revenues, 
this means that there has to be a guarantee that the incomes are maintained. Another 
way to create financial sustainability is to develop ways to make sure that the company 
becomes financially more independent from outside sources or fully self-sufficient 
(Kumar 2004). 
Technological improvements have a big influence on the sustainable development 
of a project. By developing more environmentally friendly machines, routines and 
chains of production, technology can have a significant influence on the preservation 
of the ecosystem. When this happens it can lower the environmental burden on the 
future generations (Kemp 1994; Morelli 2013). 
1.1.2   Palm Oil 
When the fruits from the oil palm tree are ripe they fall from a bunch. Every year an 
oil palm tree produces 8-12 bunches. This translates to a yield of somewhere between 
10 to 25 kilogramme. Oil is retrieved from these fruits which is the palm oil, this is 
edible even when it is unrefined.  
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The popularity of palm oil has grown extensively in recent history. Developments 
have been made regarding the usage of palm oil which have contributed to several 
facets of society such as (but not limited to) health, environment and supply. The 
effects of these developments have secured a place for palm oil in the international 
nutrition and production market (Basiron 2002).  
The popularity of palm oil has grown, not only because of the variety of purposes 
it can be used for, but also due to the yield per hectare that palm oil provides. The 
demand for oilseed crops has increased and oil palm has proven to be the sort which 
is cultivated most optimal for the growing international demands (Basiron 2002). 
 
Palm oil is not only used in several food products; it also has a wide range of usages 
in non-food products. Examples of these products are pharmaceuticals and cosmetics, 
e.g. coconut oil with palm oil. This switch took place, not only because of the 
availability and the price, but also because of the biodegradability of palm oil. This 
environmental factor has contributed to the replacement of palm oil as an oilseed 
commodity in many different non-food items (Basiron 2002). 
The final, and perhaps most impressive, use for palm oil is the usage as a biofuel. 
With the increased availability of palm oil on the international market, research has 
been started to produce biodiesel from palm oil. This biodiesel in turn has to become 
Figure	  3.	  Palm	  Oil;	  processed	  and	  unprocessed	  (Bispo	  2015) 
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a stable product to replace petroleum diesel. The effect of this development is a more 
environmentally friendly fuel for cars to contribute to the emission problems (Basiron 
2002).   
1.2   Methodology 
In this part the methodology of this thesis is discussed. First the research questions 
will be introduced; the questions form the basis of a literature review that provides 
the information that is required to address the formulated problem. The method of 
research is the second part of the methodology; this introduces the manner in which 
the earlier presented concepts. 
1.2.1   Research Questions 
This thesis has one main research question and two supporting research questions. 
These questions are all connected to sustainable development in the palm oil industry. 
At first the research provides a global perspective, and later it focusses on Malaysia. 
This will result in a research that explains about sustainability in the palm oil 
industry. To put all the theory in a real setting it is applied to Malaysia in later stages 
of the research.  
The main question that will form the common thread through this thesis reads: 
how is sustainability applied in the palm oil industry in Malaysia? The main focus 
of this question is in what way sustainable development is, and can be, applied in the 
palm oil industry. This question is answered by combining the concepts that are 
explained in the theoretical framework (Chapter 1.1) and a more in depth study into 
the Malaysian industry. These two pillars of the thesis are each researched on the 
basis of two separate research questions.  
The first research question that will support the main question is: how do palm oil 
plantations implement sustainable development? This chapter will start with a short 
introduction into the palm oil industry. After this the impact of the industry on the 
environment is described. Following are some technological developments that have 
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been made that can be deemed as sustainable. Concluding the chapter, some 
additional options regarding sustainable development will be described, also 
mentioning its benefits and pitfalls.  
The second supporting research question reads: how do Malaysian palm oil 
companies implement sustainable development in their industrial process in Asia? 
The start of this Chapter will introduce the palm oil industry in Malaysia. The 
question will lead to a research regarding the way sustainability is implemented by 
palm oil companies in Malaysia. Furthermore, the research focusses on how the palm 
oil industry in Malaysia developed. Additionally, these developments are researched 
regarding future technological advancements and sustainable impact.   
1.2.2   Method of research 
The first part of this thesis will be researched through literature study. This is done 
by retrieving information from journals, papers and books. The more specific research 
regarding sustainable development implemented by Malaysian palm oil companies 
will be researched by looking at literature and company statements. This will be 
complemented by information retrieved from (social) media sources, such as but not 
limited to: online newspapers and blogs.  
Emails were sent out to various Malaysian based companies and organisations 
(which will be further introduced in Chapter 3), but these did not respond. Due to 
these unforeseen circumstances the research is limited to earlier mentioned sources.  
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2.  The Global Palm Oil Industry and Sustainability 
This chapter will focus on sustainable development by palm oil plantations, how they 
implement it and will discuss positive and negative experiences. This chapter 
researches on the basis of the first supporting research question: how do palm oil 
plantations implement sustainable development? The palm oil plantations in this 
chapter are not bound to a specific area, but research is specifically done regarding 
issues.   
2.1   Development of the palm oil industry 
Oil palm is a popular crop because the planting makes for high yields and relatively 
low risks. The history of the oil palm industry starts in West Africa, where the plant 
originates from the rain forest region. There it grew, and it became a very popular 
plant from the 14th until the 17th century, because of price (for both growth and trade), 
yield and uses. Trading in oil palm was a lucrative business and after the abolition of 
slave trade it became the most important cargo for the former slave ships (FAO 2002).  
When the crop was a popular trading commodity in the period from the 14th to the 
17th century it was moved also introduced in North and South America and Asia and 
it was attempted to be produced there as well. As it showed to be a thriving product 
in the Asian soil, temperature and humidity (especially of South-east Asia) it became 
one of the most important cash crops of Asia. The Asian producers developed 
themselves into becoming the most important in the international trade; instead of 
its native ground in Africa (FAO 2002). 
The high yields and relatively low risks combined with an increasing price in the 
1970’s made investment in palm oil even more popular. This popularity created an 
incentive for the governments; they were challenged to create ways to increase the 
area available for palm oil plantations (Santosa 2011).  
The production of palm oil in Africa has lost its leading producing position to Asia 
(read Malaysia and Indonesia) because of several reasons, one of the most important 
being the natural environment. The palm oil trees require a certain amount of water, 
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and in most of the African regions the rainfall is too unstable. This causes “(…) water-
related stresses” (FAO 2002, 5) for the palm trees.  
Another reason why palm oil production has thrived in Indonesia and Malaysia is 
because of government involvement. Technological and mechanical investments and 
developments have thrived in these Asian countries because of government approval. 
Also the support of the industry, shown in official governmental documents and other 
strategic policies have paved the way for private investments to become possible and 
popular. This has opened doors for outside investments (FAO 2002).  
The production of palm oil was mainly done by traditional farmers, which produces 
a different kind of palm oil than what is grown in Asia, in yield and contained fats. 
The crop was grown in groves instead of plantations, which meant a wilder growth of 
palm trees, with a less structural harvest. Halfway through the 20th century 
modernisation also started among African producers. A new, hybrid, kind of palm oil 
was introduced, but it was not positively received by their main buyers. This resulted 
in the farmers retaining their original production method. In turn leading to the loss 
of the leading production and trading status from Africa to Asia, this from the African 
point of view (FAO 2002).  
2.2    Environmental impact of palm oil plantations 
To create the required space for producing palm oil on plantations, large amounts of 
land have to be allocated. This is what is called Land Use Change, and is one of the 
biggest issues surrounding the production of palm oil. This is different from the 
groves in Africa, because this can be seen as wild growth of palm (oil) trees (FAO 
2002; Wicke et al. 2011).  
In the two neighbouring countries Indonesia and Malaysia, a big difference in land 
allocation can be observed. On the one hand Malaysia used former rubber plantations 
or land that had been used for logging. This means this land has already been 
deforested and was easier convertible to oil palm plantations. Especially the ways in 
which rubber plantations have been deforested made them suitable for oil palm 
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plantations. On the other hand, in Indonesia new rainforest has been cut and 
converted to oil palm plantation. When this is done an advantage can be obtained by 
the nutrients that remain in the ground which otherwise already have been drained 
(Koh & Wilcove 2008; Koh & Wilcove 2009; Tan, et. al.  2009; Wicke et al. 2011). 
 
 
 
In Indonesia peat land is mostly allocated for palm oil production, since there is an 
abundance available. But because of the high groundwater level and the low soil 
fertility it is not suitable for agricultural production (figure 4). However, when the 
trees on this soil are being cut, the water level lowers; this destroys the top layer of 
peat. To make sure all the vegetation is gone, fire is often used to clear all the trees, 
branches, etc. Once the water level reaches a point below grass root level, the final 
layer of peat is destroyed. This means that the ground is ready to be used for planting 
the palm oil seedlings. The fire, the loss of trees, the peat that is destroyed and the 
industrial developments in an area that used to be forest leave a big mark on the 
environment. Many of the steps in this process cause a large amount of CO2 to be 
released in the area. This CO2 will take more time to be purified from the air because 
of the loss of trees. This makes the allocation of peat land for a new plantation a 
process with a big impact on the environment (Tan, et. al.  2009; Wood 2008). 
Figure 4. “Peatland forest draining exposes the upper peat layer to 
oxygen, raising decomposition rates and soil carbon losses.” 
(Phys.org 2015) 
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Alongside the impact on CO2 emissions in an area, land use change has a significant 
influence on the biodiversity of a certain area. Human influence on specific territories 
changes the traditional presence of animals and organisms. Where this presence first 
followed its natural course, after the influence of land use change it becomes a human 
organised system. This usually results in a less diverse group, which in its turn has an 
influence on the surrounding, sometimes unchanged, area. The new biodiversity 
structure proves to be economically productive in the short term. In the long term, on 
the other hand, it deprives the area of global and local benefits for longer periods of 
time, such as maintaining the original ecosystem and opportunities for (ecological) 
tourism (Tan, et. al.  2009; Wood 2008). 
2.3   Technological developments in the palm oil industry 
Technology is another important factor in the development of the oil palm industry. 
The mastering of farming techniques can optimise the yields from the land. Optimised 
technique application can also cause a better use of the manual labour that is 
accessible in the area. The availability of technology has to be combined with a rapid 
implementation and mechanisation (FAO 2002; Wood 2008).   
Government investment is vital when it comes to the technological development. 
Governments can provide funds and subsidies for the companies that have a stake in 
the palm oil industry. But this is not the only way the government influence is 
noticeable. The government has the possibility to open up the palm oil market to 
foreign investors. This brings outside money, new technology and possible job 
opportunities for the local population into the country (FAO 2002; Wood 2008).    
Technological enhancements are focused on increasing the yield per hectare but 
also reducing the costs of the cultivation. The technological advancements are usually 
regarding the fertilizer or the irrigation systems. When working with fertilizer the 
technology tries to improve the manner in which it is used, at what moment in the 
growth process, and what type is used. In relation to irrigation systems, the soil and 
water management is researched and improved (Basiron 2007).  
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The crops are also bred in a certain way that enhances their quality. Next to the 
quality also the yield of the palm oil tree can be improved. This can be done because 
the research regarding this crop is not as extensive as to other products. New analysis 
can be done and develop the palm oil industry (Basiron 2007).   
2.4   Other impacts on sustainability by palm oil production  
The opening of the market to foreign investment is combined with the privatisation 
of the sector. This opens the doors for an increased investment in the palm oil 
industry. The product of this industry is very popular; therefore, the private investors 
can make serious profits. This causes a situation for governments that leads to “(…) 
systematic and strategic industrial development policy (…)” (FAO 2002); which boosts the 
palm oil industry with money and technology. This situation is not the same in every 
country; it depends on the land use plans, environmental policies and openness to 
foreign investment. This made the Asian countries more open for this kind of 
investments than African country, and is therefore one of the explanations of the 
difference in development (FAO 2002; Wood 2008).  
The possibility of job opportunities did not always work out the way it was planned 
by the government. When a foreign company invests in a palm oil plantation, it was 
expected that the local population would be hired to perform the hard manual labour. 
But in most cases it would not turn out this way. Labourers usually accompanied the 
companies that came and invested in the local plantation. The result was that the local 
population not only remained without a job, but also with land taken away from them. 
Their land, or the land they worked on, was bought or confiscated to make room for 
the palm oil plantations. Many of the people in these areas were depended on the 
forest for work, food or forest products, and these livelihoods were taken away 
(Sandker et al. 2007; Wood 2008). 
The international community has responded to the loss of livelihood by proposing 
measures for the countries with a large interest in the palm oil industry. The 
smallholders in these countries are encouraged to become engaged in the industry, 
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this way they will be incorporated in the palm oil business more intensely. What likely 
follows is the locals feeling connected to the industry and will learn: “(…) how oil palm 
is introduced, how it is taken up, and how local institutions and social relations shape the way 
subsequent changes play out” (McCarthy 2010, 827). This can have a positive effect on 
how the smallholders view their place in the industry and the effort that they put into 
the agriculture (McCarthy 2010).  
Besides the loss of land and jobs sometimes the foreign palm oil investors cause a 
derived problem. When the local population is not capable to secure their livelihoods 
in a legal way they try to find possibilities in the illegal markets. And in areas where 
forest has been cleared for a plantation there are almost always more trees to be cut. 
Therefore, the people turn to illegal logging. This will not only secure them an income 
from the illegal wood markets, but will also provide the demands for the palm oil 
plantations. In these companies there is always a demand for wood because of 
expansion of the company or improvement to the properties and infrastructure (Wood 
2008). 
2.5   Sustainable measures implemented in the palm oil industry 
In this sub chapter several sources have been used to compare, therefore they have 
been quoted multiple times.  
In the contemporary palm oil industry Corporate Social Responsibility (CSR) has 
become very important. On the one hand there are the activists, such as Greenpeace 
and the World Wildlife Fund(WWF), that have the influence to force major 
multinationals such as Nestle to change their corporate policy. On the other hand, the 
Non-Governmental Organisations (NGO’s) have put pressure on important 
stakeholders in the industry to form an example. This is hoped to have an impact on 
the views of the consumer, which will eventually lead to socially and environmentally 
responsible palm oil products (Paoli 2010; Roundtable on Sustainable Palm Oil N.D.; 
Yaap 2010). 
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CSR has also become an important topic in the Roundtable on Sustainable Palm 
Oil (RSPO, figure 5). This is an initiative in which many different stakeholders in the 
Asian Palm Oil industry have a seat and an opportunity to voice their opinion. In the 
RSPO the effort is made to make one of the most rapidly expanding industries in 
tropical Southeast Asia a sustainable industry. They do this by setting up 
requirements for companies that have the aspiration to become associated with the 
RSPO regarding their policies on the concerned issues for joining the initiative. 
During meetings, members also discuss rules, regulations and guidelines for 
expanding the palm oil industry (Paoli 2010; Roundtable on Sustainable Palm Oil 
N.D.; Yaap 2010). 
 
 
 
The RSPO has urged their members to actively promote certified sustainable palm 
oil. This goes further than stimulating the members to produce this environmentally 
more sustainable palm oil. By promoting certified sustainable palm oil affiliates are 
urged to promote the place of this product in the economy. This means regulating the 
demand and the trade of this commodity (Paoli 2010; Roundtable on Sustainable Palm 
Oil N.D.; Yaap 2010). 
Figure 5. Official Logo of the Roundtable 
on Sustainalbe Palm Oil (Roundtable on 
Sustainable Palm Oil N.D.) 
	   16	  
One of the reasons the RSPO promotes CSR in the palm oil industry is to protect 
biodiversity; as stated earlier in Chapter 2.2 biodiversity is severely affected by the 
biological structure of the palm oil plantations. By providing programs to promote 
biodiversity, the RSPO tries to minimise the biological footprint of the industry. This 
can be done by either projects on plantations or in the direct surroundings, with the 
result being retained or improved biodiversity in the area (Paoli 2010; Roundtable on 
Sustainable Palm Oil N.D.; Yaap 2010). 
Through CSR the RSPO also attempts to influence social welfare. This is done by 
securing jobs for the local population against a fair income. Through these measures, 
a solid CSR policy can be put in place in a range of companies. This way it can provide 
an area with economic and environmental stability. In turn, these measures can help 
the plantations in an area to become more profitable and sustainable (Paoli 2010; 
Roundtable on Sustainable Palm Oil N.D.; Yaap 2010). 
The promoters of CSR are found in several sectors of the palm oil industry. The 
ordinary membership consists of processors and traders, consumer goods 
manufacturers, growers, retailers, environmental NGO’s, social and development 
NGO’s, banks and investors (Paoli 2010, 441).  With this wide range of actors, the 
RSPO attempts to project their policy on the whole palm oil industry. By exchange of 
experience and information, facilitated by the RSPO, different fields with a relation to 
the palm oil industry can support one another and make each other stronger, through 
discussion and dialogue (Paoli 2010; Roundtable on Sustainable Palm Oil N.D.; Yaap 
2010). 
Non-Governmental actors have made a significant contribution to the development 
of CSR in the palm oil industry. The international attention that they have provided 
for the palm oil industry is very important. For example, the attention that the WWF 
has given to the consequences of palm oil plantation for the orang-utan population 
has resulted in a significant amount of funds. With this money it was possible to 
provide research into, and investment in more sustainable ways to produce palm oil. 
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Another organisation that has created social awareness was Greenpeace. With their 
activism against multinational corporations such as Nestle they contributed to the 
awareness of the international populations. This knowledge was mainly focussed at 
how much palm oil a person consumes and the influence that this has on the 
environment. But smaller NGO’s have also aided to the process of making the palm 
oil industry more sustainable in a variety of ways. From creating awareness to 
supporting research projects; it all makes a difference in making CSR an important 
factor in the palm oil industry (Paoli 2010; Roundtable on Sustainable Palm Oil N.D.; 
Yaap 2010). 
Financial resources are also important to promote CSR policy in the palm oil 
industry. Without financial incentives for implementation of sustainable 
developments and research it would make the road towards a sustainable palm oil 
industry significantly longer. Banks are often investors in institutions that have a 
positive stake in the palm oil industry. There are also banks with a policy that prevents 
loans to be invested in unsustainable projects. The money can also be invested into 
other projects that are affiliated with the palm oil industry; such as programmes 
focussed on reducing deforestation. One of the focus points of the RSPO is to enter 
into agreements with banks to support their mission (Paoli 2010; Roundtable on 
Sustainable Palm Oil N.D.; Yaap 2010). 
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3.  Practical sustainable development in Asia; a case study 
of the palm oil industry in Malaysia 
In this chapter the research as done earlier is being implemented in a specific area in 
Asia; namely Malaysia. This country has rapidly developed to the biggest producer of 
palm oil in the world, closely followed by Indonesia. The historical development of 
the palm oil industry will be explained in Chapter 3.1. After that measures and 
policies implemented to encourage and advance the sustainability of Malaysian palm 
oil industry including failures, challenges and future plans will be discussed. The basis 
of this chapter is the second supporting research question: how do Malaysian palm oil 
companies implement sustainable development in their industrial process in Asia? 
3.1   The development of the palm oil industry in Malaysia 
The conversion of the rubber industry into palm oil began slowly in Malaysia in 1917. 
In the last 50 years the development has accelerated rapidly, because of investments 
on a large scale. These were made when the government allowed significantly larger 
foreign investments, which made the Malaysian palm oil market more interesting for 
big international investors. Also land allocation rules were changed, which 
consequently meant that the area available for palm oil plantations became 
significantly larger. As a final reason for the rapid growth of the palm oil industry in 
the second half of the 20th century is the assignment of the product as one of the crops 
designated to diversify the agricultural structure of Malaysia (Basiron 2007, Sime 
Darby N.D. - B). 
These measures and the high yield of palm oil, combined with the growing 
popularity of the product led to an even more rapid expansion of the industry. 
Previously popular crops, such as cacao, coconuts but most significantly rubber were 
replaced with palm oil plantations. As discussed earlier in Chapter 2.2 this was 
because the rubber plantations left behind soil that was particularly nutritious for 
palm oil trees (Basiron 2007, Sime Darby N.D. - B). 
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In Malaysia, 62% of the land area is covered by forests, which makes it the third 
most forested country in the world. The palm oil plantations make up 77% of the total 
agricultural land in Malaysia. In total this is 15% of the land area. The forests in 
Malaysia are some of the oldest rainforests in the world. These age-old nature is home 
for a diverse range of flora and fauna, which are essential for the preservation of global 
biodiversity (Sime Darby N.D. - B). 
agricultural land 23.2% 
forest: 62% 
other: 14.8%  (2011  est.) 
Table	  1:	  distribution	  of	  land	  area	  in	  Malaysia	  (CIA	  
World	  Factbook	  2016)	  
 
The most extensive research into the palm oil industry as a whole started in the 
1960’s when an intensive collaboration with the African governments was set up, to 
exchange information and expertise. It was followed in the 1970’s by the creation of 
the Agriculture University of Malaysia, solely established for the different aspects of 
the palm oil industry; research, management, etc. (Sime Darby N.D. - B). 
“In 2000, the Malaysian Palm Oil Board (MPOB) was established following the merger of the 
Palm Oil Research Institute of Malaysia (PORIM) and the Palm Oil Registration and Licensing 
Authority (PORLA).” (Sime Darby N.D. - B). The MPOB provides support for the public 
and private sector in the field of technology, (international) opportunities and 
production. More about this organisation in 3.2.4 (Basiron 2007) 
3.2   Sustainable Palm Oil in Malaysia 
Since the introduction of Oil Palm industry the investments in development have been 
significant. Enhancements have been made with respect to the environment and the 
local population, in balance with the acceptance of the necessary foreign investments. 
After the Rio Earth Summit 1992 it was imposed on the Malaysian government to 
retain 50% of its traditional forest area. Nowadays 56% is still traditional forest land, 
and plantations are restricted to agricultural allocated land (The Oil Palm 2011; Palm 
Oil World N.D.).  
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3.2.1   Social Sustainability 
As mentioned in Chapter 2.4 the opening of the palm oil market to foreign 
investments has often resulted in a decrease in the quality of life for the local 
population. Malaysia has intended to make the development of the palm oil socially 
sustainable. Owners and workers of smaller plantations that were taken over by bigger 
companies often got a function with a  comparable income(Koh & Wilcove 2007; Sime 
Darby N.D. – B).   
With the involvement of the international community in the palm oil industry, the 
circumstances of the local population became more reviewed. Consequently, the 
social aspects of the production process of palm oil became more important. These 
social aspects became part of national and international rules and regulations; they 
became an integral aspect of the production process. Malaysia was forced to show the 
industry was prepared to handle these social and environmental policies (May 2012).  
The palm oil industry provided more than half a million jobs for the local 
population and the neighboring countries. An estimate of 405.000 (of earlier 
mentioned half million) direct jobs are provided for the mostly Malaysian population. 
This does not include the jobs that are created on the side-lines of the palm oil 
industry, such as but not limited to: management, advertisement and research. With 
these jobs included the total estimate of jobs created by the palm oil industry is 
507.000. These jobs are filled by people who are mostly originated from Malaysia or 
the surrounding countries. The local population therefore benefits from the growing 
palm oil industry (Binti 2011; Koh & Wilcove 2007; Sime Darby N.D. – B; Yean 2012) 
The local population is a major beneficiary of the palm oil industry because the 
industry consists of several smallholders. “Oil palm smallholders’ scheme under the 
Malaysian Federal Land Development Authority is a success story in creating jobs opportunities 
for the population, helping to resettle landless farmers and reducing poverty” (Abazue 2015; 
486). This means that the industry is not just sustained by the larger companies. 
Smaller plantations also have an important position in the industry, and therefore 
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even with the introduction of larger companies the income for the local population 
remained the same or increased. This shows that in comparison to other countries, 
the opening of the palm oil market provided more stable incomes and job security. It 
also resulted in a bigger job market for the local population because of research and 
marketing opportunities (Baluch 2010; Binti 2011; Sime Darby N.D. – B).  
 
A study that was done amongst the smallholders in the Malaysian population 
showed that in a period of 27 years (1970-1997) poverty was reduced from 68.3% to 
11.8%. This meant a significant change improvement for the rural population and 
their financial security. The indicated security can be explained by a steadier income 
and more funds on saving accounts (Abazue 2015).  
A threat to this sustainable development of livelihoods can be found in the costs 
that are affiliated with (internationally imposed) labelling regulations. The 
implementation of these regulations into the production process is too expensive to 
be afforded by the local population. This rise in production costs is a threat to the 
livelihoods of many Malaysian people. Therefore, much can be said about labelling 
and certification but it is an issue that has to be discussed (Baluch 2010; Binti 2011; 
The Oil Palm 2011). 
Figure 6. Palm oil plantation in Malaysia (Chibber 2012) 
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3.2.2   Financial Sustainability 
Malaysia is seen as one of the most globalised countries in the world. This is based 
on the collaboration and dialogue with other countries. Additionally, Malaysia is said 
to be the fifth most open country in terms of the openness for international trade. The 
amount of countries allowed on their exporting market is one of the biggest, this 
means that there are no significant barriers, tariffs and regulations for foreign 
countries are the least invasive (Yean 2012).  
Every five years the Malaysian government presents the so-called Malaysia Plans, 
which are the governments five-year-plans for the countries overall development. In 
the version that runs from 2011 to 2015, the attention was focussed on an increase of 
market access. With regards to the palm oil industry this was focussed on the increase 
of foreign direct investment and the conclusion of foreign trade agreements. A major 
partner in this is the European Union, in Malaysia the countries from the EU already 
have several foreign direct investments projects. When these are combined with 
foreign trade agreements this could generate profits for both sides of the trade (Yean 
2012). 
Malaysia is a country that has proven to be financially sustainable regarding foreign 
direct investments. The rules and regulations that are imposed on investors make 
Malaysia interesting for investments. The certification and labelling requirements are 
mostly originating from their home countries so do not impose serious restrictions. 
“Investing in palm oil plantations in Malaysia, the company can get more land resources, new 
market and efficiency in the Malaysia” (Selvan & Thu, 15).  
The palm oil industry constitutes for 5-6% of the total Malaysian GDP. The GDP 
of a country is the total of goods and services produced in a certain period. This means 
that of all the production processes in Malaysia, the palm oil industry is responsible 
for 5-6% of the income. To compare, services constitute for 56,1% and different 
industries for 35%. What remains is 8.9% in agriculture, of these percentages 5-6% 
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is palm oil, this is more than half of the total agriculture production (CIA World 
Factbook 2015, Yean 2012).  
3.2.3   Technological Sustainability 
The major developments in the palm oil industry were made in the last 50 years, when 
the cultivation of the crop was stimulated. The purpose and consequence of this 
stimulation was to diversify the agriculture of the country. The area that is used for 
palm oil production increased from 54.000 hectares in 1960 to 4.05 million hectares 
in 2005, this is an annual growth of 10.06%. A consequence of this growth was an 
160-fold increase of the total production in 45 years (Basiron 2007). 
As stated earlier, an advantage that Malaysia created for itself was the conversion 
from rubber and cacao plantations to oil palm plantations. Another kind of land that 
was used for palm oil production was land that had formerly been used for logging. 
This meant that the traditional forests could be preserved. There is debate over this 
issue as to whether or not the numbers published by the government are true. On the 
one hand, some organisations claim that the plantations are constructed and 
expanded at the expense of so-called “virgin” (untouched) traditional forests. The 
Malaysian government and (affiliated) research institutes, on the other hand, claim 
that the designated land never was primary traditional forest (Koh & Wilcove 2007; 
Koh & Wilcove 2009; Tan et. al. 2009).  
The technological sustainable development measures that the Malaysian 
government imposes are mostly aimed at the increase of yield per hectare and 
reducing the costs of production. This can be found for example in the research on 
pesticides and fertilizer. The research focussed on how much and what type of 
fertilizer can be used for optimal growth. Combined with the previously mentioned 
measures also soil and water management were investigated. All this research 
combined has developed the Malaysian palm oil industry in a way that is 
technologically sustainable (Basiron 2007).  
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3.2.4   Malaysian Palm Oil Board (MPOB) 
After the establishment of the MPOB in 2000 the board focussed on its main 
objectives, conduct and promote the research that was done regarding the 
development of various affiliated disciplines connected to the palm oil industry. The 
research is funded by both the private sector and the public sector, which in turn 
makes it an international endeavour as well. The projects that are funded and 
supported by the MPOB are all ventures affiliated with the Intensification of Research 
in Priority Areas (IRPA) programme (Malaysian Palm Oil Board N.D.; Sime Darby 
N.D. – B).  
The mission of the MPOB is stipulated as follows: “To enhance the well-being of the 
Malaysian oil palm industry through research, development and excellent services” (Malaysian 
Palm Oil Board N.D.). The MPOB aims to be a supporting factor to maximise the yield 
of the crop, propose technological advancements and find new possibilities for the 
domestic and international palm oil industry. The end product of the palm oil crop is 
also researched in terms of usage, efficiency and quality (Sime Darby N.D. – B).  
The MPOB additionally plays an important role in maintaining a dialogue with 
international governments and NGO’s. The organisation is therefore a liaison with a 
wide variety of relations. It does not just converse with labour and research affiliated 
organisations, but also with the environmental organisations that advocate for 
animals and nature. These and other organisations are lobbied with to promote the 
demand for Malaysian palm oil, but also promote its global appreciation and create 
awareness (Malaysian Palm Oil Board N.D.; Palm Oil World, N.D.) 
3.2.5   Sime Darby Plantation 
 
In Malaysia the palm oil industry is dominated by the larger plantation companies, 
both private and government affiliated. These larger companies used to be Golden 
Hope, Kumpulan Guthrie and Sime Darby. After their merger, completed on 27 
November 2007, they acquired an astounding 61% of the total plantation land in 
2011. This made them one of the world’s largest palm oil producers. The biggest 
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governmental organisation, the Federal Land Development Authority (FLDA), lost a 
substantial part of their land in recent years and was estimated to possess 14%. This 
land was mostly divided amongst individual smallholders. The total distribution can 
be seen in table 3 (Sime Darby, 2012 – A, Yean 2012) 
The Sime Darby Plantaion is an agglomeration of Malaysian and Singapore based 
companies, which all had numerous plantations in their possession (not only based 
in Malaysia). The company is also known as Sime Darby Berhad, in which Berhad is 
Malaysian for private (Sime Darby, N.D. – A, Yean 2012). 
The combination of previously possessed land and funds made the new Sime Darby 
Plantation a multinational company with a significant interest in various countries 
and agricultural sectors. Because of the rules and regulations mentioned in previous 
chapters the company decided to search for appropriate land in other countries. And 
in the years after the merger, property was acquired in Indonesia, but also several 
African countries (Sime Darby, N.D. – A; Teoh, 2010).  
	  
Category 1980 (%) 2011 (%) 
Private estates 53 61 
FELDA 30 14 
FELCRA 2 3 
RISDA 2 2 
State schemes 6 6 
Smallholders 7 14 
	  	  	  
Table	  3:	  Distribution	  of	  oil	  palm	  planted	  area	  by	  category	  1980	  and	  
2011	  (Yean	  2012)	  
 
Sustainability is the main focus of the research done by Sime Darby Berhad. The 
company does not have one limited focus in the sustainability spectre. They try to 
promote three specific areas of sustainability which they have divided in several sub-
areas. Firstly, they promote social sustainability and aim to provide jobs for local 
populations of the countries they invest in. The company also aims to promote health 
and security (Sime Darby, N.D. – C; Teoh 2010). 
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The second area of sustainability is minimising the environmental harm. The focus 
here not only lies on the area in which plantations are established but also are 
significant amounts of research directed towards the optimisation of the production 
process. The last area the company focusses on is that of spreading sustainable 
development. Within this specific focus the research department of the company 
evaluates opportunities to support programmes for sustainable socio-economic 
development within but also outside its own organisation (Sime Darby, N.D. – C; 
Teoh 2010). 
Short Discussion 
Palm oil is a product that combines sustainability and unsustainablility in such a 
way that it leads to an important discussion between “environment”, “production” 
and “trade”. To illustrate this discussion some quotes are taken from the used 
literature. These quotes all introduce a part of this discussion or provide a new insight 
into the discussion. “Depending on one’s position, some say oil palm industry is a curse, others 
say it is a success story and a miracle through wish poverty have been fought and won especially in 
the two largest growers and exporters of palm oil” (Abazue 2015, 486). This quote provides 
a good introduction to the short discussion as it shows the different sides that there 
are to the debate.  
“Vasco Sabat Singkang stated how development of oil palm plantations had brought in much 
needed rural infrastructure, employment, better income, education and health and more 
importantly a more informed community which has tremendously improved the well-being of the 
rural community” (The Oil Palm 2011). In this quote the positive social effects of the 
palm industry are shown. When the industry is developed in a sustainable manner, it 
can keep having these outcomes for the local population. The international influence 
that is accompanied by foreign direct investment, does not have to mean that a whole 
workforce has to be brought into the country. If a company buys into the Malaysian 
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market and invests resources in the local population and its surroundings, this may 
lead to a very social sustainable development of the region.   
 
 
“While NGOs are against further land conversions to support the production and export of 
palm oil, the government is caught in the delicate balance between the need for growth and hence 
market access for a product of great economic interest, and the need to regulate and enforce 
environmental and sustainable measures that may lead to a curtailment of production and export. 
The involvement of government and state in business, nevertheless, implies there is greater pressure 
to push for more exports, especially when palm oil is the key offensive interest. How this can be 
achieved and at what costs in terms of trade-offs with the offensive interests as well as the 
sustainability requirements of the EU remains to be seen” (Yean 2012, 12). This quote is a clear 
introduction to the important discussion in the international community. The demand for 
palm oil becomes bigger, because it is a potentially sustainable product that can be used in a 
variety of different products. When at the same time demands are made about the production 
and other affiliated processes. The developed processes and additional labelling and 
certification requirements cost the producers more money, but the product favourably cannot 
become more expensive. These internal contradictions that governments and NGO’s create is 
sometimes confusing and impossible to implement for the local governments. The research 
that is done by different organisations is aimed to take all these demands into consideration.  
Figure 7. Palm oil plantation in Malaysia (own 
collection) 
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Probably the most well known issue with respect to the palm oil industry is 
deforestation. Greenpeace and the WWF frequently draw the attention to the loss of 
rainforest and habitat for the orang-utan and other animals. Dr. Tham Siew Yean 
describes it as follows in his article on contesting interests in the palm oil industry 
from a Malaysian perspective (2012, 11): “The deforestation debate also includes the loss of 
natural habitat and the decimation of the orangutan population. There is the additional issue of 
substitution of land use from food to biofuel production. Deforestation issues further affect the 
woods and wood products industry, where the issue of logging, both legal and illegal, is hugely 
contentious as forest areas are under the jurisprudence of the state, including the allocation of 
timber and reforestation licenses, as well as regulatory functions. The involvement of state 
enterprises such as the Sarawak Timber Industry Development Corporation (STIDC) in the timber 
business raises allegations of rent-seeking behavior that infringes on the land claims of the 
indigenous people in this state.” What several organisations and companies in Malaysia 
try to do is to cultivate on ground that has not been allocated as traditional primary 
forest or that has been previously logged. A different approach is to use a plantation 
previously used for another crop, such as rubber or cacao. The biggest Malaysian palm 
oil company, Sime Darby Berhad, uses a third approach and they redirect their funds 
abroad. This procedure is not always received well by environmental organisations 
and overseas governments. The reason being that not all governments have the same 
strict allocation rules as Malaysia, and Sime Darby Berhad thus moves the land 
degradation problem to a different country.  
This discussion can be summarised by a quote by Dr Yusof Basiron, Chief Executive 
Officer of the Malaysian Palm Oil Council (MPOC) : “It may make the adherents and 
supporters of Greenpeace and World Wildlife Fund have a great degree of self satisfaction when 
sipping their skinny lattes, but to 570,000 Malaysians and their families there is no self 
satisfaction. All they see is a threat to the livelihoods (…)” (The Oil Palm 2011). The balance 
has to be found between sustainable development, production costs and product yield. 
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This is a delicate balance, but through extensive dialogue the international community 
tries to find it. 
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Summary & conclusion 
This research has tried to provide insight in the different sides of a very complicated 
and multifaceted discussion. By looking at research done by Malaysian (sometimes 
critical) researchers, foreign researchers and different companies and organisations all 
these facets have been highlighted. This all resulted in a thesis that provides the reader 
with information about the different points of view. To summarise all this 
information, the sub-questions and main question will all be answered separately.  
This thesis started with the origin and the initial development of the oil palm 
plantations. How oil palms were originally grown in Africa and were taken to Asian 
and American countries by the earliest world traders. In Asia the crop thrived under 
the conditions that were more favourable for the growth of the palm oil trees as the 
soil, temperature and humidity in Asian countries (especially the south-eastern part) 
were more suitable for the growth of the crop.   
As stated in the theoretical framework sustainability can be described as the 
process that has to make sure that current activities do not leave a permanent burden 
for the future generations. In amongst others media and politics various statements 
have been made about sustainable development in the palm oil industry. Therefore, 
the first sub-question was: how do palm oil plantations implement sustainable 
development? This question was researched mainly in the second chapter. There are 
several ways to develop an oil palm plantation in a sustainable manner. In this thesis 
a separation has been made between social, financial and technological sustainability.  
Social sustainability means that the living standards of the local population are 
taken into account. When, in a country, the foreign direct investment grows, this 
should not mean that the foreign labourers take over the jobs of the local population. 
The circumstances for the local population should remain the same, or, preferably 
become better. What can improve could be, for example, health and security. The 
merger or overtake of small, local plantation does not have to lead to the smallholders 
losing their livelihoods.  
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A related factor in sustainability is the financial situation in a country. A 
government or a company has to become more self sufficient over time to limit the 
necessary outside sources or investment. This can be connected to the level of foreign 
direct investment as a source of income. To call the financial development of the palm 
oil industry sustainable it has to be shown that the industry can be of growing, but 
self sustained (so not foreign induced), importance to the domestic economy. 
 The last distinguished category is technological sustainable development. In the 
palm oil industry this can be seen in the evolution of the production process. The 
development is aimed at obtaining a higher yield per hectare. To reach this goal, 
improvements such as fertilizers and pesticides are intended to be implemented. One 
thing that distinguishes ‘sustainable technological development’ from ‘technological 
development’ is the attribute that the progress has to be made without causing 
permanent damage to the environment.  
These are a few perspectives on the answer to the first supporting research 
question. A short summary for an answer is that stakeholders in palm oil plantations 
have to consider the various aspects of the industry. In this consideration they have 
to make a balance between sustainability in demands and supply chain.  
As Malaysia has grown to become the biggest producer of palm oil in the 
international market, it appeared on the radar of international governments and non-
governmental organisations. With regards to sustainability the Malaysian palm oil 
industry has been researched from a variety of viewpoints and many different sectors 
of the industry have been assessed. The second supporting research question was 
formulated as follows: how do Malaysian palm oil companies implement sustainable 
development in their industrial process in Asia? To answer this question, the same 
categories have been researched as in the previous question.  
Social development in Malaysia was intended to be sustainable by not depriving 
smallholders in the palm oil industry of their livelihoods. Most farmers got to retain 
their land or if this does not prove to be possible they obtain a financially comparable 
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function in the company. The bigger companies in Malaysia have also tried to make 
the industry more socially sustainable by preserving smallholders within their 
company.  
The palm oil industry has become a major influence in the Malaysian economy and 
is now responsible for 5-6% of the total GDP of the country. The foreign investors in 
the country are held to certain financial rules and regulations which make the 
developments in the Malaysian palm oil industry financially sustainable. The external 
investors are mostly bound to non-Malaysian rules and regulations because these are 
internationally imposed. This means that there is no financial loss for Malaysia as 
everyone is held to the same standing order.  
In the 1970’s the Agriculture University of Malaysia was established, which was 
later converted to a University solely focussed on developing the different disciplines 
connected to the palm oil industry. Not only marketing and agricultural techniques 
were researched. There was also a lot of investigation done towards different fields, 
such as but not limited to: new production procedures which could increase the yield 
per hectare, or land designation to maintain the primary traditional rainforests. The 
amount of money that the government has put into this research has resulted in 
Malaysia retaining 56% of primary traditional rainforests. This could be achieved by 
using old rubber and cacao plantation or previously logged land as allocated land for 
palm oil plantations.  
To summarise a short answer to the second supporting research question, the 
Malaysian government has been put under pressure of the international community 
to make the palm oil industry sustainable. By providing funds for research and 
development progress has been made, and is still being made. Smallholders and other 
members of the general population are included in the process as the palm oil industry 
continues to become a more important part of the Malaysian society. 
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The information obtained by answering the supporting research questions all led 
to an answer to the main question: how is sustainability applied in the palm oil 
industry in Malaysia? Much has been said but briefly summarising, the social 
sustainable development is positive for the population in Malaysia and traditional 
forests and forest area is being preserved. This is a direct result of financial 
sustainability which is directly invested into research. This research consequently 
results in a technological sustainable development.  
 
 
The palm oil becomes more influential in all aspects of the daily life. And as biofuels 
become more important because of the whole variety of reasons, the demand for palm 
oil becomes even higher. The pressure that the international community puts on 
developing countries such as Malaysia is great. The plantations in the country are not 
only asked to produce more palm oil, but do it in a sustainable manner as well. When 
the restrictions are not set too high for the smallholders in the population, the 
predictions are that Malaysia can keep up with the demands, in quantity and quality. 
 
Figure 8. Unprocessed palm oil (own 
collection) 
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